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DEAN, Special Trial Judge: This case was heard pursuant to

the provisions of section 7463 of the Internal Revenue Code in
effect at the tinme the petition was filed. Unless otherw se

i ndi cat ed, subsequent section references are to the Internal
Revenue Code in effect for the year at issue, and all Rule
references are to the Tax Court Rules of Practice and Procedure.
The decision to be entered is not reviewable by any other court,

and this opinion should not be cited as authority.



Respondent determ ned a deficiency in petitioners' Federal
incone tax of $1,694 for 1998. Petitioners concede as correct
respondent's adjustnents for: (a) Charitable contributions of
$485! on Schedule A, Item zed Deductions; (b) repairs expense of
$1, 175 on Schedul e E, Suppl enental |Incone and Loss; and (c) |abor
expenses of $450 on Schedul e E. Respondent concedes t hat
petitioners are entitled to deduct: (1) Travel expenses of
$3, 319 on Schedule C, Profit or Loss From Business; and (2)

m scel | aneous expenses of $400 on Schedule E. The issue
remai ning for decision is whether petitioners are entitled to
deduct on Schedule C, $4,067 of tel ephone expenses.

Sone of the facts have been stipulated and are so found.
The stipulation of facts and exhibits received in evidence are
i ncorporated herein by reference. At the time the petition was
filed, petitioners resided in Flint, M chigan.

Backgr ound

During the year 1998, Gmendolyn Arline-Mss (petitioner) was
enpl oyed by the State of M chigan as a supervisor in the Ofice
of Financial Managenent. She also worked part-tine as a rea
estate agent for Robert Edwards and Associ ates (Edwards). There
were 63 agents at the conpany and only 12 desks fromwhich to

work. Due to the difficulty in obtaining work space at the

The ampunt of the adjustnent was m sstated as $450 during
the oral agreement on the record.
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Edwards office, petitioner set up an office in the basenent of
her hone.

She had installed in her basenent office an Aneritech
t el ephone line that was separate fromthe personal hone
tel ephone. The Aneritech |line serviced her business phone
nunber, a Fax nunber, and an internet line. Petitioner was also
billed by Areritech for cell phone service. Petitioner paid
Aneritech $4,128.24 for tel ephone services in 1998.

Di scussi on

Because petitioners failed to neet the requirenments of
section 7491(a)(2), the burden of proof does not shift to
respondent in this case.

Section 162(a) allows a deduction for all ordinary and
necessary expenses incurred in carrying on a trade or business.
Ceneral ly, a taxpayer nust establish that deductions taken
pursuant to section 162 are ordi nary and necessary busi ness
expenses and nust maintain records sufficient to substantiate the

amounts of the deductions claimed. Sec. 6001; Menequzzo V.

Commi ssioner, 43 T.C. 824, 831-832 (1965); sec. 1.6001-1(a),

| ncome Tax Regs.

Were a taxpayer has established that he has incurred a
trade or business expense, failure to prove the exact anmount of
the ot herwi se deductible item may not always be fatal.

CGenerally, unless precluded by section 274, the Court may
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estimate the anobunt of such an expense and all ow the deduction to

that extent. See Finley v. Comm ssioner, 255 F.2d 128, 133 (10th

Cr. 1958), affg. 27 T.C 413 (1956); Cohan v. Conm ssioner, 39

F.2d 540, 543-544 (2d Cir. 1930). 1In order for the Court to
estimate the anount of an expense, however, there nust be sone

basi s upon which an estimate nmay be made. Vanicek v.

Commi ssioner, 85 T.C 731, 742-743 (1985). W thout such a basis,

an all owance woul d amobunt to unguided | argesse. WIllians v.

United States, 245 F.2d 559, 560 (5th Gr. 1957).

Wth respect to certain business expenses specified in
section 274(d), however, nore stringent substantiation
requi renents apply. Section 274(d) disallows deductions for
traveling expenses, gifts, and neals and entertai nnent, as well
as for "listed property”, unless the taxpayer substantiates by
adequate records or by sufficient evidence corroborating the
taxpayer's own statenent: (1) The anmount of the expenses; (2)
the time and place of the expense; (3) the business purpose of
t he expense; and, (4) the business relationship to the taxpayer
of the persons involved in the expense. The termlisted property
is defined in section 280(F)(d) and includes cellular phones, and
other simlar tel ecommunications equi pnent, such as pagers. See
sec. 280F(d)(4)(v).

The substantiation requirenents of section 274(d) are

desi gned to encourage taxpayers to maintain records, together
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wi th docunentary evidence substantiating each el ement of the
expense sought to be deducted. Sec. 1.274-5T(c)(1l), Tenporary
I ncone Tax Regs., 50 Fed. Reg. 46016 (Nov. 6, 1985).

Petitioners submtted copies of Aneritech phone bills for
1998 that contain summary information on petitioner's tel ephone
charges but give no detail on the nonbasic and | arger charges
included in the total bill. For exanple, each bill shows a
mont hly service charge, and separate charges for |ocal and |ong
di stance service, and for taxes. For some nonths, the bills
show separate charges for internet service and for paging. Stil
other nmonthly bills show, in sonme cases, hundreds of dollars of
charges for which there is no explanation. The face of the bil
states: "For Detailed Charges - See Page 3". There is,
however, no page 3 available for any of the bills. Wth respect
to what the Court assumes frompetitioners' testinony may be cel
phone charges, there is nothing in the record neeting the
requi renents of sec. 1.274-5T(c)(1l), Tenporary |Incone Tax Regs.,
50 Fed. Reg. 46016 (Nov. 6, 1985). |If the charges were other
than cell phone charges, petitioners have failed to offer any
expl anation or any substantiation for them

Petitioners, for the real estate business phone, paid
$1,148.15 for nonthly service charges, and separate charges for
| ocal and | ong di stance service, taxes, internet service, and

paging. The Court finds that petitioners have failed to properly
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substanti ate tel ephone charges in connection with a trade or
busi ness in excess of that anount.

Revi ewed and adopted as the report of the Small Tax Case
Di vi si on.

Deci sion will be entered

under Rul e 155.




